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RECOMMENDATION 
The Subcommittee on Judiciary recommends: 
That the bill providing for the recodification and general 


revision of the alcoholic beverage control laws be enacted 
by the 44th Legislature. 


Sah a 


SENATE RESOLUTION NO. 75% 


A RESOLUTION OF THE SENATE OF THE STATE OF MONTANA REQUESTING THE 
COMMITTEE ON PRIORITIES TO ASSIGN THE APPROPRIATE STANDING 


COMMITTEES TO STUDY THE LIQUOR LAWS FOR THE PURPOSE OF GENERALLY 
UPDATING AND REVISING SUCH LAWS. 


WHEREAS, the provisions concerning alcoholic beverages in 
Title 4 of the Revised Codes of Montana, 1947, were enacted, for 
the most part, in 1933 and have not been revised in forty-one (41) 
years, and 


WHEREAS, a number of these provisions are obsolete, archaic, 
or presently serve no useful social purpose, and 


WHEREAS, a legislative study of the liquor laws, which would 
make recommendations for the general updating and revision of such 
laws while not making recommendations for any fundamental change 
in the policies underlying the laws, would be useful to the 
legislature and the people of Montana. 


NOW, THEREFORE, BE IT RESOLVED BY THE SENATE OF THE STATE OF 
MONTANA: 


That the Committee on Priorities is requested to assign the 
appropriate standing committees to study the statutory provisions 
governing the sale and consumption of alcoholic beverages, to 
recommend such revisions and deletions in these laws as is needed 
to bring the laws up to date and to remove provisions which are 


found to be archaic or obsolete, while making no recommendations 
as to the basic policies underlying the liquor laws, and to report 
its findings and recommendations to the first session of the 
Forty-fourth Legislature. 


*House Resolution No. 85 


INTRODUCTION 


Historical Development of Montana Alcoholic Beverage Control Laws 


The legislature enacted the basic statutes controlling 
alocholic beverages in the waning days of prohibition. Chapters 
105 and 106, Laws of 1933, passed prior to the repeal of the 
Eighteenth Amendment, conditioned to take effect when federal 
prohibition lifted. 1 Laws of the province of Alberta served as 
models for the Montana statues. 2 


Chapter 105, the Liquor Control Act, established the state 
monopoly on liquor; and Chapter 106, the Montana Beer Act, allowed 
the beer industry to operate subject to licensing Fegur aero. 
Retail sale of beverages by the drink was limited to beer sales. 


Statues enacted in 1933 did not allow sales of liquor in 
taverns. By 1937, legislators knew that liquor -- much of it 
bootleg -- was being sold in taverns in spite of the law. The 
illicit nature of these acts gave rise to graft and protection 
payments.4 To eliminate the illegal traffic in liquor and ensure 
the success of the state liquor monopoly, the 1937 Legislature 
authorized the retail sale of liquor.95 Taverns were licensed 
under this law without limitation until the first enactment of a 
quota system in 1947. 


The basic policy underlying liquor laws passed in the 1930's 
was regulation and limitation of the manufacture and sale of 
alconolic beverages. Profit to the state by operation of these 
laws was incidental to their main purposes. 6 


While profit to the state was incidental at the outset, 
revenues received from the sale of liquor, taxes, and licenses are 
no longer incidental. In fiscal year 1974, more than eighteen 
million dollars were received for the use of state and local 
governments. Comprising just over 11% of total state revenue, 
alcoholic beverage profits and taxes rank third in revenue sources 
for the state. Only the income tax and gasoline tax derive 
greater revenue. Derivation of revenue has become one of the 
basic policies underlying the liquor laws today. 


Since enactment of the basic liquor control statutes, 
amendments have been made repeatedly. The most significant change 
Since 1947 and the quota system was the 1973 abolition of the 
Montana Liquor Control Board and assignment of its functions to 
the Department of Revenue. The department brought a new measure 
of professionalism to the administration of the alcoholic beverage 


control laws. Efficient administration of the laws has revealed 
much "dead wood" -- obsolete or archaic provisions -- no _ longer 
serving useful purpose. Recognition of this fact by the 


department and the legislature, led to the passage of SR 75 and HR 


85 asking for recommendations for the general updating and 
revision of the liquor laws. 


Subcommittee Recommendation 


The subcommittee recommends the attached bill to accomplish 
the revisions and deletions necessary to bring the liquor laws of 
this state up to date and to remove provisions it has found to be 
archaic or obsolete. At the same time, there are no proposals in 
the bill so sweeping as to reorient basic policies that have 
underlain the liquor laws for the past forty years. The 
subcommittee recommends the bill as the vehicle to fulfill the 
charge given to it by SR 75 and HR 85 as assigned by the Committee 
on Priorities. 


SUBCOMMITTEE DELIBERATIONS 


The subcommittee reviewed the alcoholic beverage control laws 
at three plenary meetings and in one meeting of a three-member 
study group. At the first meeting, the subcommittee established 
its study goals. Testimony from interested groups was heard at 
the second meeting and a study group was appointed to work on the 
details of revisions proposed by the staff, the department, and 
the interest groups. At its third meeting the subcommittee 
considered the recommendations of the study group. 


At the first meeting, May 3, 1974, the subcommittee 
determined that the present purposes of the liquor laws are not 


necessarily the same as the original 1933 purposes. As determined 
by the subcommittee, the laws in 1974 serve to: 


(1) control the manufacture and sale of alcoholic beverages? 
(2) raise revenue for the state; 


(3) accommodate the desires of the people to purchase 
alcoholic beverages. 


Throughout its deliberations, the subcommittee considered the 
"basic policies underlying the liquor laws", mentioned in the 
study resolutions, to consist of the above three policies. Then, 


also at the first meeting, the subcommittee agreed on five study 
goals: 


(1) maintain the license quota system but review and modify 
it to make it more viable, equitable, and operable; 


(2) review the method for routine transfer of licenses and 
recommend ways to make such transfers more expeditious; 


(3) study all laws with a view toward updating them and 
removing archaic language; 


(4) gather information concerning the purchasing and pricing 
of liquor and wines; 


(5) study liquor and beer acts with the view toward 
coordinating them. 


The staff, the Department of Revenue, and interested groups 
were then asked to develop information and recommendations related 
to the study goals. 


Study goals (3) and (5) together led the staff and the 
department to suggest a complete recodification of Title 4. The 
staff offered a bill to repeal all sections in the title and enact 
a new code, while the department proposed extensive amendment and 
rearrangement of the existing sections. At a public hearing on 
July 12, the subcommittee selected the department's proposal as 


the vehicle for further work. The chairman then appointed a study 
group to refine the proposal. 


Study goals (2) and (4) were met through reports from the 
department and the staff presented at the public hearing. No 
changes in the law governing routine license transfers or 


purchasing-pricing policies are recommended by the subcommittee at 
this time. 


Modification in the license quota system was developed in 
response to a comment by counsel for the Montana Tavern 
Association at the public’ hearing. Study goal (1) was thus 
achieved through the "floating license" formula, discussed below. 


On August 9, tne three member study group considered the 
floating license, general revision, and rearrangment of the 
sections. The study group considered all issues at this meeting, 
made its final recommendations and assigned the staff to draft 
those recommendations in bill form. 


The study group reported to the full subcommittee at the 
third meeting, September 14, by presenting its proposed bill 
section-by-section. After adopting a number of amendments, mostly 
of a clarifying nature, the subcommittee accepted the study group 
recommendations and ordered a bill prepared for introduction. 


FINDINGS AND RECOMMENDATIONS 
A. Definitions 


Definitions outline the basic meanings of the words and 
phrases used in the alcoholic beverage control laws. Because 
several basic acts established the laws, several sections contain 
definitions: Sections 4-102, 4-302, and 4-402, R.C.M. 1947. 
Among these sections are seven duplicative definitions as well as 
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other definitions that are unnecessary or archaic. 


Definitions of alcoholic beverages present the most 
significant problems. In the forty years since enactment of the 
control laws, the alcoholic beverage industry has changed 
considerably. Another development affecting our law is growth in 
federal government control of the industry. The Department of 
Treasury, through its Bureau of Alcohol, Tobacco, and Firearms, 
publishes extensive regulations defining and describing beverage, 
cooking, and industrial products containing alcohol. Industry 
follows these regulations, publisned in 27 CFR 2, in its national 
marketing operations. A comparison of federal regulations with 
definitions in present Montana law reveals significant difference. 
Definitions presuming to identify the tnree classes of alcoholic 
beverages controlled (distilled spirits, wine, and beer) do not 
accurately describe products marketed today. 


Wine, as defined by Section 4-103, is an “alcoholic beverage 
obtained by the fermentation of the natural sugar contents of 
fruits (grapes, apples, etc.); or other agricultural products 
containing sugar (honey, milk, etc.)." Wine so produced is often 
called natural wine. International wine trade purists argue that 
wine must be produced from natural sugar to be called natural 
wine; and argument, however, of no consequence for Montana law. 
But note that most wine sold in the United States contains sugar 
added to assure product uniformity. Adding sugar to correct 
natural deficiencies is known as amelioration. Amelioration is a 
standard wine industry practice that should be recognized if wine 
is to be available under Montana law. 


Another problem with the present definition of wine is that 
it does not allow recognition of fortified wines -- wines to which 
distilled alcohol has been added. Aperitif wines, sherries, and 


port represent fortified wines commonly marketed as wine but not 
technically recognized as wine by Montana law. 


Obsolescence also characterizes the present definition of 
beer. The federal government has fewer regulations for beer, but 
those few conflict with Montana law. Modern breweries, for good 
or ill, no longer produce beer exclusively from malted barley, 


hops, and pure drinking water. Brewers add sugar and other 
substances designed to standardize and preserve the brew. Federal 
regulations describe additivies as "other wholesome food 
products." the same regulations also recognize greater variation 


and complexity in the brewing industry than does Montana law. 


Since no breweries operate in Montana today, the continued 
legal availability of beer as it is marketed nationwide demands 
new definition of that product. 


The recommended bill would repeal the existing definitions 


and enact a new section (Section 110) of definitions correcting 
the faults described above. 


The subcommittee also recommends changing the definition of 
beer to include beverages like beer from 4% to 7% of alcohol by 
weignt. Sales of stronger beers--ales and malt liquors--amounted 
to only $24,000 in the Montana state liquor stores last year. The 
same brewers brew the 6% beverage who brew the 4% beers, and it 
seems rational to market all brewery products in the same way. 
Changing the definition as proposed would allow all common malt 
beverages to be nandled as beer. 


B. License Quota System 


The 1947 Legislature established the first limit on the 
number of retail beer and liquor licenses to be issued in cities 
and towns and within five miles of their boundaries. The 
legislature later placed limits,on liquor license sold in counties 
outside the five mile limit. The numbers are determined by an 
area's latest decennial cénsus population. 


License limitations imposed under the 1947 and 1963 laws are 
known as the quota system. No clue can be garnered from the 
statutes as to the legislative purpose of the quota system. A 
history of the Liquor Control Board suggests legislative action 
"seemed to be based upon the assumption that the more retail 
outlets in existence the greater would ?§ the consumption of 
alcohol and the evils of intemperate use."~ The Director of 
Revenue has suggested that the quota system can also be viewed as 
a tool for the prevention of violations. Relatively high demand 
should help keep tavern operations solvent. A businessman making 
good money fegreimatety should be less inclined to gain from 
illegitimate sales. 1 


Whether the quota system has served the above purposes is 
questionable. The subcommittee found that grandfather clauses and 
the problems of growth between federal census years are two severe 
problems today. There are 92 licenses in the city of Butte and 
the five miles around it -- one for every 250 people. There are 
50 licenses in Billings and environs, or one for every 1500 
people. A license can be purchased in Butte for less than $5,000, 
while testimony indicated the latest asking price for a license in 
Bozeman is $100,000. This situation creates inequities and 
impediments to business that are not necessary to the achievement 
of the basic policies underlying the liquor laws. 


The subcommittee recommends changing the prohibition against 
transferring a license from one area to another now contained in 
the Section 4-410, R.C.M. 1947. Under the proposed amendment, the 
department could authorize transfer of a license from a community 
where the number of actual taverns was at least 25% over quota, 
into a community where the actual number was less than 25% over 
quota. To prevent windfall profits, a license that had "floated" 
into a new community would be a personal privilege and could not 
be transferred (except by inheritance). This restriction was 
imposed out of consideration for the tavern owner who may have 
just spent $50,000 or $60,000 for a license in Bozeman or 


Billings. His investment would obviously be undercut were 
licenses bought at bargain rates in an over-quota town, floated 
in, and sold right away or even after five years. The formula 
would allow five licenses to float into Bozeman and the same 
number into Billings; at this time no other cities would be 
affected. 


Another change in the quota system sections drops’ the 
requirement that a liquor licensee hold a separate beer license 
and calls a liquor license an "“all-beverages" license covering 
beer sales too. One of the quirks in the present law is that the 
quota for beer-in-conjunction-with-liquor licenses is different 
than the quota for liquor licenses. A further proposal is to 
revise the operation of the 1974 statute that amended the way 
population outside the city limits is counted. The proposal would 
include the fringe population with the city population only when a 
special census shows more people living in the five-mile fringe 
than in the city. This situation now prevails only in Libby. 


C. Routine Transfers of Licenses 


The Department of Revenue provided the following account of 
how it processes a license transfer application: 


STEPS IN PROCESSING APPLICATIONS 
FOR NEW, AND TRANSFER OF, LIQUOR LICENSES 


STEP 1l-Audit and Accounting Division, Cashiers Bureau 


Application is received, fees are receipted and money deposited to 
proper accounts. Cashiers number and amount received are endorsed 
on the application and all documents are forwarded to the Liquor 
Division. 


STEP 2-Ligquor Division 


License Bureau Chief reviews application, determines if, under 
quota, licenses are available (this is done on applications for 
new licenses only). Completes document check list and notes if 
corrections or additional documentation is needed to complete 
applicant's file. Reviews contracts, estate documents etc. for 
COLBECECHCSS.. 


New Applications Transfers 

(1) Secretary reviews (1) Secretary reviews document 
document check list and check list and verifies 
verifies. information. 

(2) Contacts the applicant (2) Checks the permanent 


by phone or letter if 
corrections or additional 
documentation is needed. (If 
quota is filled, the applicant 
is contacted by letter and 
advised that under the law his 
application cannot be accepted 
and the documents submitted are 
returned. Request for refund of 
license fee is transmitted to 
the Audit and Accounting 
Division.) 


(3) Notifies Investigation 
Bureau of application and 
requests investigation of 
applicant and inspection of 
premises. 


STEP 3-Investigation Bureau 


(A) The Chief Liquor Unit 
investigation, assigns and 
district investigator. 


(B) District Investigator 


(1) Contacts 
personal history information. 


(2) Inspects premises proposed for 
which may 


applicant of discrepancies 


Investigators 
relays 


license file to determine if 
any Liens of Attachments have 
been filed against the current 
license. 


(3) Contacts applicant, by 
phone or letter, if corrections 
or additional documents are 
needed, (If a lien or attach- 
ment has been filed, applicant 
is also notified that no 
transfer may be effected until 
the proper release is obtained.) 


(4) Notifies Investigation 
Bureau of transfer and requests 
investigation of applicants and 
inspection of premises. 
(Notification is also sent to 
interested agencies: Employment 
Security Division, Internal 
Revenue Service, Montana Tavern 
Association, Wholesalers 
Assocation, etc.) 


receives 
request to the 


request for 
appropriate 


applicant for an interview to obtain necessary 


licensing and advises 
need correction. 


(Investigators, very often, contact local health and fire marshall 
agencies to verify suitability of premises in these areas.) 


(3) Local enforcement officials are 


‘record check on applicant. 


(4) Written investigation 


contacted to obtain 


report, local record check, etc. 


are transmitted to Investigation Bureau (Helena). 


(C) Investigation Bureau reviews district 


investigator's report. 


If applicant has resided in a city in Montana other than that for 


which he has applied, or out of the state, within the 


last three 


to five years, this information is transmitted to the Law 
Enforcement Teletype Service (LETS) and a request is made to 
contact local authorities in these locations for a check of 


records on the applicants. 


When this information is received from LETS all information and 
reports are transmitted to the Liquor Division, License Bureau. 
(If any of the record checks indicate criminal activity on the 
part of the applicants, the District Investigator will ~-@ 
contacted and asked to optain fingerprints from the individuals 
and the record is double checked to verify.) 


STEP 4-Liguor Division 


(A) License Bureau Chief reviews Investigation Bureau reports. 
(If Investigation Bureau report indicates applicant definitely 
does not qualify, the application is returned at this point and 
the applicant is notified of reasons. Again District Investigator 
may be required to investigate further for purposes of 
verification.) 


(B) Secretary schedules and sets date for hearing; processes 
necessary forms for publication of application (4 weeks for a new 
application, 2 weeks for transfer); types and sends Notice of 
Hearing to appropriate parties (applicants, attorneys, current 
licensees in case of transfer, mortgagees, Investigation Bureau, 
etc.) 


(C) Hearings - If application if not contested, Hearing Examiner 
reviews file with the Division Attorney, License Bureau Chief and 
representative from the Investigation Bureau. The Hearings 
Examiner will pass down decision and request that a written Order 
be prepared for his signature, to be sent to applicant. 


In contested case, the hearing is conducted before the Hearings 
Examiner and rules of evidence are followed. Applicants and 
Protestants are sworn Ly, testimony presented, witnesses 
cross-examined, etc. The hearing is recorded and the Hearing 
Examiner may request a transcript. 


Upon review of the transcript, the Hearing Examiner passes down 
decision and requests a written Order be sent to all parties 
involved. 


(D) If the application is approved, the license is sent to the 
applicant along with a copy of the written Order. 


If the application is denied, only the written Order is sent to 
the applicant. 


TIME INVOLVED IN PROCESSING LIQUOR APPLICATIONS 


STEP 1 - 2A Minimal-follows normal transmittal 
time involved in mailing. License Bureau Chief 
reviews same day received. L383 a ) 


STEP 2B Since processing application is continuous 
cycle and hearings are held every two weeks, 
secretaries (2) are continually scheduling, preparing 
Notices of Hearing and arranging publication and 
sending written Orders along with all other duties 
(principally violations which involve essentially 
the same procedure as an application) it is not 
always possible to keep up with new application 
daily. 2 =) days 


STEP 3 Investigations necessarily entail leg work, 
personal contacts, site visits, etc. This coupled 
with the fact that each investigator's territory is fairly 
broad (9 investigators for 56 counties - approximately 6 
counties each) and they are required to visit each licensed 
establisnment in their area every 60 days (2500 licenses 
statewide or approximately 278 per investigator) in addition 
to application investigations, plus the fact that many 
applications require verification and return visits which 
necessitates at least this amount of time to do a thorough 
job. 14 - 30 days 


STEP 4A & B Publishing requirement generally 
dictates the time here. (However, if applicant 
does not have the required documents on file at the 
time Investigation Bureau reports are received, the 
application is delayed further, as we cannot publish 
until file is complete.) 14 - 30 days 


STEP 4C & D Minimal - Time to prepare written 
Order, alter our records and issue license. 
(Again in a contested case time may be extended 
as transcript may be quite lengthy and the Division 
must await review of proceedings by the Hearing 
Examiner, his decision and drafting of the written 
Order by Division Attorney.) 7 - 10 days 


TOTAL TIME INVOLVED 38 - 80 days 


(Experience has shown that the average is about 6 weeks.) 


PROCESSING OF BEER LICENSES 


Procedure is the same as that of processing liquor 
application with the exception of Steps 4B, 4C and 4D. This type 
of license is handled administratively. Upon receipt of 
Investigation Bureau's report, the Liquor Division License Bureau 
Chief authorizes approval or denial. Written letter is sent to 
applicant rather than formal Order. 


Ege 


Some cases involving criminal activity on part of applicant, 
uncovered by investigation, or other unusual circumstances, will 
be scheduled for hearing before the Hearings Examiner. 


The time involved in processing beer applications is 
approximately 30 days. 


ie Ke eK EK 


The subcommittee recommends no cnange in the law upon which 
this procedure is based. 


D. Purchasing and Pricing of Liquor and Wine 


Purchasing and pricing policies of the liquor monopoly, while 
not of central importance to this study, have been of interest to 
persons concerned with liquor law administration. This section 
includes information as to purchasing and pricing policies and a 
sample floor price schedule. 


Purchasing decisions are made both by the administrator of 
the division and by the manager of each store. The administrator 
decides when to order a new label. Factors bearing on his 
decision are sales of the brand in other states, especially 
neighboring states; the incidence of special orders for the brand 
placed by consumers; and whether the manufacturer or distributor 
makes a commitment of promotional support for the new brand, 
advertising it in Montana newspapers and so forth. When a new 
label arrives, the administrator can require each Class A or Class 
B store to accept and stock one shipment of that label. That one 
shipment is ordinarily two cases to a Class A store and one case 
to a Class B store. The store manager decides when to reorder 
stock and what quantity to reorder. If a new line moves slowly in 
his store, he will be less likely to reorder it. 


The consumer may make his own purchasing decision by placing 
a special order for a brand not carried in the stores. The policy 
of the division is to accept special orders in a minimum quantity 


of one case. This is, a discretionary determination of the 
division, not one required by statute. The policy was made by the 
old Liquor Control Board. There ws occasional consumer 


dissatisfaction with the limited inventory and lack of the less 
common, low-turnover types of liquor and wines. The special order 
procedure is not always a satisfactory way of meeting the problem; 
special liqueurs and the like are seldom desired in case lots. A 
case 1S a varying quantity -- 12 fifths or quarts, 6 half gallons, 
24 pints, etc. -- depending on the brand. 


liples 


Pricing is calculated according to a formula established by 
the board some time ago. To the price paid by the department, 
freight to the Helena warehouse and from the warehouse to the 


store is added. Then the markup is added -- a percentage varying 
from 30% to 82% depending upon a classification system. The 
highest markup, 82%, applies only to inexpensive wines. The 


markup is 00% on the more expensive wines, and on Scotch and 
Canadian whiskeys, and 40% on all domestic whiskeys and other 
distilled spirits except for whiskeys and other spirits made or 
bottled in Montana which are marked up 36%. The last category was 
established by the 1974 Legislature to promote domestic 
industries. The rationale behind the other distinctions has been 
forgotten. 


Another price, factor, is “thes, “floor price” (set. by) Ene 
department. This is a minimum price for each type and quantity of 
liquor or wine, set out in the schedule below. A consequence of 
SB 608, the 1974 statute just referred to, is to allow the price 
of liquors made or bottled in the state to drop below the floor 
price. The Distilled Spirits Council of the United States 
(DISCUS), in a petition filed with the department last March, 
argued that the combination of floor prices and the lower mark-up 
was discriminatory. As an example, the Council took the $5 a 
quart floor price on vodka. A quart of Popov vodka costs the 
state $2.65, and the 40% markup plus taxes would make the price 
$4.45. However, tne state sells Popov quarts for $5, which makes 
an actual markup of over 60%. A quart of Lewis and Clark vodka 
costing the state $2.92 and marked up at 36% will sell for $4.76 
after taxes. See Appendix C for Retail Pricing Sheet. 


The petition filed by DISCUS asked the department to abolish 
floor prices and to adopt formal regulations setting the markup 
percentages. The department has denied this petition. DISCUS may 
pursue its remedies in the courts or it may seek relief at some 
later time through the legislature. 


The average markup is probably less in an open-market state 
than in Montana. There is no apparent relationship between price 
levels and consumption levels. Montana ranks normally among the 
states in per capita consumption of alcoholic beverages, so high 
prices have not put a damper on demand. (fhe rank” asi 25th van 
distilled spirits, consumption per capita, 37th for wine, and 4th 
among beer drinkers.) The drawback to high prices is that they 
may encourage Montanans to stock up on liquors and wines while 
visiting nearby states. For example, wine prices are much lower 
in Idaho than here, and the department has found taverns in 
western Montana selling wine purchased in Idaho. 


The department considers the floor price technique to be 
important to the monoply. The subcommittee recommends no 
statutory change on the subject at this time. 


Floor Price Schedule June 5, 1974 


Spt 


Domestic Whiskeys Gins & Vodkas 


/2 pes $ 1.40 $ 1.40 

1/10 De) 2.20 

joe 2E95 2.60 

1 453 4.30 4.10 

Git. 3.30 5.00 

1/2gal. ALO) SAS 9.60 
Scotch Whiskeys Canadian Whiskeys 
1/10 » 2.75 1/10 S270 
175 5.40 pt. Ses> 
WYP? 12.60 WSs 535 
1/2 i250 

Brandies 


145} 34.30 
Git. 575105 


E. Law Enforcement 


The Department of Revenue and local law enforcement officials 
share responsibility for enforcement of alcoholic beverage control 
laws. The department exercises its enforcement duties, for liquor 
and tax laws, through an Enforcement Bureau. 


The oureau has had experience in enforcement for the Liquor 
Division since November 1973, hence its experience is limited. 
The bureau has found, however, that Title 4 enforcement sections 
lack clear-cut arrest authority and lack authority for thorough 
license investigation. Lack of arrest authority hinders 
department investigators. Upon observance of a violation, an 
investigator is required to contact a local police or sheriff's 
officer to make the arrest. 


The subcommittee approved the department's suggestion that 
its investigators be given the power of arrest in enforcing the 
liquor laws. It is a poor policy to assign an investigator 
sweeping powers to search for and seize evidence, and then forbid 
him to arrest the violator, but such is the effect of existing 
law. The consensus of the subcommittee was to avoid any 
suggestion of a state-level general police force in the Department 
of Revenue, so language was included limiting authorized arrest 
power strictly to liquor law violations. The proposal in Section 
117 would moderate the existing search and seizure sections, add a 
strictly limited arrest power, and help create a professional 
enforcement program within the department. 


The subcommittee also approved a request by the Entorcement 
Bureau for a section prohibiting the watering or refilling of a 
liquor bottle. Section 118 is intended to complement federal law 
on tnis subject and enable the department to investigate 
complaints about watered spirits. 
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F. Interdiction 


Interdiction is a legal mechanism by which a problem drinker 
can be prevented from purchasing alcoholic beverages. Sections 
4-163, 4-201, 4-202, 4-203, and 4-204 as well as references in 
several other sections, establish interdiction procedures. 


Interdiction has not been uniformly applied in the state. 
Examination of the files of the Liquor Division on May 16, 1974 
revealed that there were fifty-three outstanding interdictions in 
Cascade County, four in Yellowstone County, and no interdictions 
in Glacier or Silver Bow Counties; but forty-two interdictions 
were listed for Richland County, and forty-nine were listed for 
Lincoln County. Surely, this data does not reflect the actual 
behavior patterns in the several counties. 


Is interdiction a meaningful antidote to problem drinking or 
alcoholism? Robert L. Solomon, Administrator of the Alcohol 
Services Division of the Department of Health and Environmental 
Services, said, in a letter to the subcommittee, that the 
interdiction procedure is not meaningful in combating alcoholism. 
While interdiction may pose a stumbling block to a drinking 
alcoholic, it will not prevent him from drinking. He declared 
that, "“[t]he concept is archaic, and proves to be ineffective. 
Conversations with the legal staff of the National Institute on 
Alcohol Abuse and Alcoholism and others, suggest that such 
references in statutes be eliminated, as they prove to be 
impractical in determining the impact of alcohol abuse." 


The subcommittee recommends repeal or deletion of each 
reference to interdiction in the liquor laws. 


G. Miscellaneous Revisions 


The subcommittee naas recommended a number of other 
substantive changes in policy. They are: 


(1) Closing hours would be changed by removal of the Sunday 
morning closing law. Under the proposal, a bar must 
close between 2 a.m. and 8 a.m. every day of the week. 
(Section 47) 


(2) A clarification of beer wholesalers’ responsibilities 
has been inserted at the suggestion of the wholesalers' 
association. This would permit wholesalers to service 
and repair draft beer equipment without violating the 


ban on donating goods, ELExEUGeS), 10 services to 
retailer. (Section 75) 


(3) Licenses for common carriers serving passengers would be 
administered under the same provision as for railroads 
and for airlines rather than under different provisions 
as is now the case. (Section 116) 


== 


(4) Affidavit forms could no longer be required of young 
adults purchasing alcoholic beverages, and the 
authorizing sections (4-501 through 4-505) would be 
repealed. The tavern association indicated that most 
bartenders will verify age by asking an 18-year-old to 
show a state liquor I.D. card; the affidavit card is 
seldom requested. 


(5) The qualifications for obtaining a license would be 
revised (Section 91). The bill would delete the 
absolute prohibition against licensing an applicant who 
had ever been convicted of "keeping a house of ill fame 
- - «+ pandering, or other crime or misdemeanor opposed 
to decency and morality" and provide instead that an 
applicant's past record and present status demonstrate 
that he is likely to operate a bar in compliance with 
all applicable laws. 


GENERAL REVISION AND RECODIFICATION 


A bill for the recodification and general revision of the 
alcoholic beverage control laws embodies the subcommittee's 
recommendations. Most of the bill consists of the mechanical 
aspects of recodification: section number assignment, terminology 
updates, section consolidation, and section repeal. The new code 
would be organized in six functional chapters, so that all 
sections relating to a given function, e.g. license administration 
or state store administration, are in the same chapter. Asa 
first step in recodification, the bill assigns section numbers ™to 
feauts the reorganized Title 4. Secondly, the bill updates 
terminology: the bill strikes "liquor control board" and inserts 
"department of revenue" hundreds of times. Other references are 
Similarly updated. Thirdly, the bill consolidates redundant 
sections. For example, the existing title contains twenty-two 
sections establishing procedures for local option elections 
concerning three different varieties of prohibition (liquor, veer, 
or taverns). One section suffices to accomplish the same goal 
(Section 112) and the others may be repealed without changing the 
law. Fourtnly, the bill repeals sections made obsolete by 
executive reorganization or the abolition of the liquor control 
board. It also repeals a few archaic requirements such as the 
vague provision that a waiter or waitress serving beer be of good 
moral character (Section 4-339, R.C.M. 1947). Fifth, the bill 
divides a few sections that had grown very long into smaller, more 
readable units. 


To guarantee no section has been inadvertently overlooked in 
the process of recodification, the staff prepared a disposition 
table. The table shows how each section in the present Title 4 
would be disposed of in the bill. @ 
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FOOTNOTES 


Chapter 105, Section 102, Laws of Montana, 1933 and Chapter 
106, Section 59, Laws of Montana, 1933. 


Larry D. Quinn, Politicians in business: A History of The 
Liguor Control System in Montana, University of Montana 
Press, Missoula, Montana 59801, 1970. p.6. 


"Administration of The State Liquor Monopoly." Montana 
Legislative Council Report No. 13, December 1964, p.1. 


Ouinns ps SG. 

Chapter 84, Laws of Montana, 1937. 

State V. Driscoll, 101 Montana 348. 

Department of Revenue, Research Division. 

Chapter 255 and 226, Laws of Montana, 1947. 

Chapter 217, Laws of Montana, 1963. 

Quinn, Politicians in Business: A _ Ilistor of The Liquor 
Control System in Montana, (Missoula 1970), p. 78. 


William A. Groff, personal communication. 
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APPENDIX B 


INDEX CHARTS FOR USE WITH THE LIQUOR LAW REVISION BILL 


Index charts designed to facilitate study of the proposed revision 
of Title 4 are presented on the following pages. Two charts are 
presented, Chart I shows the proposed organization of a revised 
Web tees hese ae Hs Section numbers, catch lines, and bill sections are 
listed. Chart II shows all present sections in Title 4, and 
whether they are renumbered or repealed and what section of the 
bill handles them. 


Using these charts, it should be easy to discern the general 
organization of the proposed Title 4, and the disposition of all 
present sections in Title 4. The user should note that the repeal 
of a current section by the bill does not necessarily mean its 
substance was deleted. There is sufficient redundancy in Title 4 
that many sections could be combined by the proposal without 
losing the effect of those sections. For this reason, a person 
concerned that the substance of a particular section might have 
been lost should check the catch lines in Chart I and the 
substance of the bill to determine whether the section might have 
been consolidated with another. A parantnetical reference in 
Chart IL, such as “121 (114) ," means that the affected section is 
technically disposed of by the first section, 121 in the example, 
but that the substantive provisions of the old section reappears 
in section 114 of the bill. 
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4-1-4011. 
4-1-402. 
4-1-403. 
4-1-404. 
4-1-405. 
4-]1-406. 
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4-1-408. 
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INDEX CHART I 


CHAPTER ONE 
STATE CONTROL AND ADMINISTRATION 


Citation--declaration of policy--subject matters of 
regulation. (Section 1) 

Declaration of policy as to sale of beer. (Section 45) 
Declaration of policy as to retail sale of liquor. 
(Section 78) 


Intent and construction of code. (Section 42) 
Divisions of code. (Section 2) 

Savings clause--scope of act. (Section 105) 
Definitions. (Section 110) 


Sale of liquor, possession of liquor, when unlawful. 
(Section 16) 

Application of code. (Section 14) 

Preparations not subject to code. (Section 15) 

Healing professions exempted. (Section 111) 

Licensed hospital or health care facility. (Section 13) 
Local option. (Section 112) 


General powers and duties of the department. (Section 3) 
Functions, powers and duties of department. (Section 5) 
Regulations may be made by department--scope of regula- 
tions. (Section 6) 

Liquor division employees not to be interested in liquor 
sales--unlawful to give or receive gift, commission or 
remuneration. (Section 18) 

Employees of liquor division not to deal in liquor. 
(Section 99) 

Properties and moneys acquired belong to state--expenses 
of administration, how paid. (Section 40) 

Principal office of department. (Section 4) 


License tax on liquor--amount--distribution of proceeds. 
(Section 44) 

Use of proceeds of license tax. (Section 120) 

Excise liquor tax--collection. (Section 94) 

Tax on imported beer--computation in case of barrels of 
capacity other than thirty-one gallons. (Section 120) 
Barrelage tax. (Section 113) 

Disposition of money received. (Section 41) 

Revenue to be paid to state treasurer--disposition of 
revenue. (Section 72) 

Revenue allocation. (Section 73) 


CHAPTER TWO 
STATE STORES 


Establishment of state liquor stores--kinds and prices 


OL la 'quors: (Section 7) 
Containers to be sealed with official seal--opening 


=A 


package on liquor store premises forbidden. 

(Section 120) & 
Conveyance of liquors--opening liquor during transit 
forbidden. (Section 12) 

When sales of liquor forbidden. (Section 11) 

Place and time of selling liquor. (Section 17) 

Provisions concerning sale of liquor. (Section 8) 

Liquor not to be consumed on premises of state store. 
(Section 10) 


No reduction for quantity sales. (Section 9) 

Price of liquor made in Montana. (Section 120) 
Repealing clause. (Section 120) 

Department to sell to licensees--posted price. (Sec- 
tion 93) 

Duplicate invoices of sales required. (Section 95) 


CHAPTER THREE 
CONTROL OF LIQUOR, WINE AND BEER 


Liquor dispensed only in accordance with act. (Sec- 

Eon 12/0) 

Liquor container must have been sealed with official 

seal. (Section 21) 

Unlawful to canvass for orders for sale or purchase of 
liquor--advertising liquor or beer, where prohibited-- 
exceptions. (Section 120) & 
Purchase of beer must be from licensed brewer, whole- 

saler, or retailer. (Section 67) 

Liquor in hotels--restrictions on. (Section 120) 


Possession, manufacture or disposal of beer in other 


manner than prescribed unlawful. (Section 49) 

Beer, sales, when permitted. (Section 48) 

Brewer's monthly report--power of department to inspect 
books and premises. (Section 51) 

Sale of beer by brewers--to whom. (Section 52) 

Brewers not to retail beer, when. (Section 120) 
Persons to whom brewers may sell beer. (Section 53) 
Illegal acts by brewers defined. (Section 120) 


Contracts, agreements, franchises--mandatory provisions. 
(Section 120) 

Transfer of interest in business. (Section 120) 
Contractual or franchise relationship--existence by 
actions. (Section 120) 


Injunctive relief--when granted. (Section 120) 

Agreements filed with department of revenue. (Section 55) 
Monthly report of wholesaler. (Sectvoni 57) 

TO whom wholesaler may sell. (Section 59) 

When wholesaler may sell to public. (Section 120) 
Consumption of beer on wholesalers' premises unlawful. 
(Section 120) @ 


Penalty for brewer's failure to make returns--lien of 
taxes--enforcement--release. (Section 60) 


-22- 


4-4-1101. 
4-4-102. 
4-4-103. 
4-4-104. 
4—4—N05 i 
4-4-106. 
4-4-107. 
4-4-108. 


4-4-1097 
A—4A—A Oi 


Aaa — Teal 


Carriers' reports of beer transported. (Section 61) 
Lease or gift of furniture fixtures, equipment restrict- 
ed. (Section 74) 

Brewers or wholesalers not to have financial interest in 
retailers. (Section 75) 

Beer not to be sold on more than seven days' credit. 
(Section 76) 

Limitations on advertising of beer. (Section 77) 
Purchase of beer by retailer--persons to whom beer may 
not be sold, delivered or given by brewers, wholesalers 
or retailers. (Section 64) 

Sale of beer by retailer--consumption on premises. 
(Section 63) 

Sale of beer by retailer for consumption off premises. 
(Section 120) 

Hours for sale of liquor and beer. (Section 46) 

Sale of beer during closed hours forbidden--lawful 
business need not be closed. (Section 47) 

Persons to whom liquor may not be sold. (Section 91) 
Sale of liquor at less than posted price forbidden. 
(Section 98) 


CHAPTER FOUR 
LICENSE ADMINISTRATION 


Applications for sale or manufacture of beer--qualifica- 
tions. (Section 50) 

Right of brewers to maintain and operate storage depots-- 
annual licenses. (Section 54) 


Wholesalers' licenses--application for an issuance-- 
subwarehouse. (Section 56) 
Retailers' license--application and issuance--display re- 


quired. (Section 62) 

Special permits to sell beer--application and fees. 
(Section 65) 

Special permits to sell liquor--application and issuance-- 
fee. (Section 87) 

Restrictions on proximity of premises to churches and 
schools. (Section 92) 

License as privilege--criteria for decision on applica- 
EXON. (Section 90) 


Passenger carrier license. (Section 114) 


Payment of liquor taxes by passenger carriers. (Section 
115) 

Other accounting methods--forms. (Section 116) 

Beer licenses--beer and wine amendment--quotas. (Sec- 


tion 66) 

All-beverages retail license--quotas. 
Lapse and cancellation. (Section 80) 
Resort license. (Section 81) 
Department to make determination. (Section 120) 
Contents of license--posting--privilege--transfer-- 
expiration. (Section 88) 


(Section 79) 
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4-4-207. Limit one license to person--business in name of 
licensee. (Section 89) @ 


4-4-301. Application for license--penalty for false statements. 
(Section 83) 


4-4-302. Notice of application--publication--protest. (Section 
84) 

4-4-303. Investigation of application. (Section 85) 

4-4-304. Fingerprints may be required. (Section 86) 


4-4-305. Holders of security interests. (Section 120) 


4-4-401. Fees for licenses--expiration dates--regulation by 
cities and towns. (Section 68) 

4-4-402. Denial of application for license or renewal--suspension 
or revocation--actions. (Section 69) 

4-4-403. License fee for retail sale of liquor within and without 
cities and towns of designated populations--census of 
population. (Section 120) 


4-4-404. Fee for and expiration of licenses. (Section 82) 
4-4-405. Renewal of suspended licenses. (Section 102) 
4-4-406. City and county licenses--fees. (Section 103) 
4-4-407. Penalty for sale of alcoholic liquor without license. 


(Section 97) 


CHAPTER FIVE 
IDENTIFICATION CARDS & 


4-5-101. All persons attaining the age of 18 years may apply to 
the county clerk and recorder for an identification card. 
(Section 120) 

4-5-102. Duties of the county clerk and recorder. (Section 106) 

4-5-103. County clerk and recorder to forward application to the 
Montana department of revenue for issuance of identifica- 


tion, card. (Sectzon 10/7) 

4-5-104. Montana department of revenue to furnish application 
forms to county clerks and recorders. (Section 108) 

4-5-105. Fee to be charged. (Section 109) 

4-5-106. Misrepresenting age or falsely procuring or altering 
identification card. (Section 120) 


CHAPTER SIX 


ENFORCEMENT 

4-6-101. Transfer of alcoholic beverages except as provided by 

code unlawful. (Section 19) 
4-6-102. Sale of liquor not purchased from state store forbidden-- 

penalty. (Section 96) 
4-6-103. Providing alcoholic beverages prohibited. (Section 23) 
4-6-104. Age limit for sale of alcoholic beverages. (Section 24) 
4-6-105. Bottle clubs prohibited. (Section 120) © 
4-6-106. Consumption of alcoholic beverages in druggists’ prem- 

ises prohibited. (Section 20) 
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4-6-0 


4—6-—108 7. 


4-6-2011. 
4-6-202. 
A—6— 203% 
4-6-204. 
4-6-205. 
4-6-206. 
4-6-207. 


4-6-208. 


4—6—209)< 


4-6-403. 


4-6-404. 


Officer or agent of corporation deemed party to offense, 
when. (Section 120) 

Occupant of premises deemed party to offense, when. 
(Section 120) 


Investigators and prosecuting officers may be employed 
by department of revenue. (Section 39) 

Arrest, entry of complaint and lawful search authorized. 
(Section 117) 

Search warrants--issuance. (Section 25) 

Officers may examine premises. (Section 102) 

Unlawful alcoholic beverages--seizure--forfeiture. 
(Section 22) 

Officers may seize illicit alcoholic beverages--forfei- 
ture. (Section 100) 

Seizure of liquor and conveyance--forfeiture of convey- 
ance and liquor to state. (Section 26) 

Force may be used in seizure of alcoholic beverages, 
when--retention of seized alcoholic beverages--forfeiture 
hearing. (Section 27) 

Disposal of forfeited alcoholic beverages--report by 
officers of seizure. (Section 28) 

Inspection of carriers' records--when authorized. 
(Section 29) 

Unlawful for carrier to refuse inspection of records. 
(Section 30) 


Jurisdiction of court. (Section 70) 
Appeals. (Section 38) 
Description of offense--sufficiency of. (Section 31) 


Description of offense--sufficiency--defenses need not 
be negatived. (Section 32) 

Sufficiency of evidence. (Section 33) 

Proof of violation--sufficiency. (Section 34) 
Analyst's report as prima facie evidence of contents. 
(Section 35) 

Presumption of intoxicating beverage arises, when. 
(Section 36) 

Inferences from facts of code claimed to be violation. 
(Section 37) 


Premises where liquor illegally sold common nuisance. 
(Section 43) 

Action to enjoin nuisance--injunction--order of court-- 
bond. (Section 71) 

Penalty for brewer's and wholesaler's failure to pay 
tax. (Section 58) 

Penalty for violating act--revocation of license. 
(Section 104) 
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COMPANY NAME ___ 
‘ADDRESS __ 


MONTANA CODE 


APPENDIX C 


DEPARTMENT OF REVENUE 
LIQUOR DIVISION 


RETAIL 


SIZE 


PRICING 


CASE WEIGHT 


NO. IN CASE a 


F.0.B. POOL POINT 


MIN FREIGHT RATE/LB 


FREIGHT IN (Lbs x rate) 


MARK—UP PERCENTAGES BY CLASSIFICATION: 


Bottled in Bonds, Blends, Bourbons 


Vodkas, Gins, Tequillas, Ryes 


Tennesee, Mash, Brandys 


Canadian & Scotchs 
(Note: Deduct Fed. Tax from Net 


Cost before computing 60% markup) 
Federal Tax: 
Fifths $1.30 per bottle 


Half Gallons $3.25 per bottle 


Wines: 


Case Cost up to $8.00 


Case Cost over $8.00 


i= 
| 60% 


82% 
60% 


SHEET 


BASE CASE COST 


FREIGHT IN 


LOCAL TRUCKING COST 


CASE COST 
(Helena Warehouse) 


BOTTLE COST 
(Divide case cost by No. 
bottles in case) 


FREIGHT OUT 


RETAIL STORE COST 


MARK UP % 
(Check schedule) 


sub-total 


STATE EXCISE TAX —% 


TOTAL 


RETAIL SELL PRICE 


FREIGHT OUT BOTTLE COST 


Minatures 

One-Half Pints 

Pints & Tenths 
Quarts & Fifths 
One-Half Gal. & Mags. 


Gallons 


50 


.02 


DATE DUE 


DEMCO 38-301 


Honeage. Legislative 
ouncil. 


Li3a Alcholic beverage control 
statutes: ingerim study/ by 
the\Subcommittee on Judiciary.- 
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